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IBRD Loans in South Africa and Brazil 


Loan to South Africa 


Bank for Reconstruction and 
Development on June 10 made a loan equivalent to 
US$11.6 million to the Union of South Africa. The 
funds will help to carry out a railway expansion pro- 
gram that has been one of the chief objects of public 
investment in the Union ever since the program was 
first begun, soon after the end of World War II. This 
is the Bank’s sith loan for the improvement of railway 
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services, and brings the total it has lent for that purpose 
to nearly $137 million. 

Twelve banks are participating in the new loan, with- 
out the World Bank’s guarantee, for a total amount of 
$2,484,000, representing the first three maturities and 
parts of the fourth and fifth maturities which fall due 
between December 1961 and December 1963. Among 
the participating banks are Bank of America, Conti- 
nental Illinois National Bank and Trust Company, The 
Philadelphia National Bank, The New York Trust Com- 
pany, Morgan Guaranty Trust Company of New York, 
National Shawmut Bank of Boston, The First National 
Bank of Chicago, The Chase Manhattan Bank, First 
National City Bank of New York, The Northern Trust 
Company, and Swiss Bank Corporation (Basle). 

The loan is for a term of ten years and bears interest 
of 6 per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortization 
will begin in December 1961. 

The railway program is being executed by the South 
African Railways and Harbours Administration. Dur- 
ing the two years ending March 31, 1960, the Admin- 
istration intends to spend the equivalent of $484 mil- 
lion on railway improvements; the new Bank loan, like 
the $25 million loan made in December 1958, will be 
applied to the foreign exchange costs of the program 
during this two-year period. 

In addition to the transport loans, the Bank has lent 
$60 million for electric power expansion in South 


Increases in Fund Quotas 

The Fund has received letters of consent from Aus- 
tralia, Ghana, Honduras, and the United States in 
respect of increases in their quotas in the Fund. Iceland 
and Ireland, which had already notified the Fund of 


Africa, bringing total Bank lending in that country to 
$196,800,000, of which $43 million has been repaid. 


Loan in Brazil 


On June 17, the World Bank made a loan of $11.6 
million to the Brazilian Traction Light and Power Com- 
pany, Ltd., to help finance projects which will add 
220,000 kilowatts of generating capacity to the systems 
serving Rio de Janeiro, Sao Paulo, and Santos. The 
projects to be financed will cost the equivalent of $21.5 
million, and the loan will cover the foreign exchange 
requirements. This is the second of two loans that the 
Bank undertook to make in replacement of a loan 
commitment of $25 million to another Brazilian power 
entity which was canceled in 1957 at the request of the 
Brazilian Government before any disbursements had 
been made. The first of these loans was one of $13.4 
million made in January 1958 to Usinas Eletricas do 
Paranapanema, a power company of the State of Sao 
Paulo (see this News Survey, Vol. X, p. 226). 

The Canadian Bank of Commerce and the Grace 
National Bank of New York are participating in the 
loan, without the World Bank’s guarantee, to the 
extent of $300,000, representing part of the first matu- 
rity which falls due March 1, 1963. 

Prior to the current loan, the Bank had made three 
loans, totaling $109 million, to Brazilian Traction. 
These loans helped to finance projects which added 
797,000 kilowatts of generating capacity (an increase 
of about 90 per cent) to the Sao Paulo and Rio elec- 
tricity supply systems. The loans also helped to finance 
extensions of the transmission and distribution facilities 
and the expansion of the group’s telephone system. 

The new loan is for a term of about 20 years and 
bears interest of 6 per cent including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin March 1, 1963. The 
loan is guaranteed by the Government of Brazil. 
Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., June 10 and 17, 1959. 


their consent, have made the payments required by their 
quota increases. 

The Bundesrat, or Upper House of the German Par- 
liament, has passed without debate the bill providing 
for an increase from $330 million to $787.5 million in 
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the German quota in the Fund, and an increase from 
$330 million to $1,050 million in the German share 
in the subscribed capital of the International Bank for 
Reconstruction and Development. The bill now goes 
to the Bundestag, or Lower House of the Parliament, 
for further action. 

The Finnish Parliament has approved a 50 per cent 
increase, to $57 million, in Finland’s quota in the Fund, 
and an increase of 100 per cent, to $76 million, in its 
share in the subscribed capital of the Bank. The Peru- 
vian Congress has passed legislation authorizing an 
increase of 50 per cent, to $37.5 million, in Peru’s quota 
in the Fund, and an increase of 100 per cent, to $35 
million, in its subscribed capital of the Bank. 


International Shipping Conference 

Representatives of Belgium, Denmark, France, the 
Federal Republic of Germany, Italy, the Netherlands, 
Norway, Sweden, the United Kingdom, and the United 
States have met in Washington, D.C., to consider U.S. 
laws and policies on shipping subsidies, cargo prefer- 
ence, and flags of convenience. The communiqué 
released after the meetings stated that the European 
representatives welcomed the assurances given by the 
United States that its shipping subsidies are admin- 
istered in such a manner as not to give subsidized 
operators an advantage over their foreign competitors. 
In regard to the growth of tonnage under the so-called 
flags of convenience, it was recognized that there is 
need for further study. In reference to cargo prefer- 
ence, it was recognized that only a very small propor- 
tion of the cargoes moving in U.S. trade was concerned 
and that the considerations giving rise to them are not 
applicable to the great bulk of cargoes carried in inter- 
national trade. 

The conference reaffirmed that the general objective 
of their governments is to promote, so far as is prac- 
ticable, freedom of opportunity for ships of all nations 
to compete in world trade and thus provide the most 
efficient service in the interest of the general economy 
of the free world. The representatives agreed to recom- 
mend to their governments that favorable consideration 
be given to informal arrangements which would facili- 
tate further discussion and consideration of 
problems. 


Source: The Journal of Commerce, New York, N.Y.., 
June 12, 1959. 


these 


International Tin Quotas 
For the third quarter of 1959, the International Tin 
Council has raised by 2,000 tons the limits on permis- 
sible exports from its six member countries. Total 
exports in the third quarter will be 25,000 tons. 
Source: The Journal of Commerce, New York, N.Y., 
June 1, 1959. 
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Europe 


U.K. Industrial Activity 


A survey by the Federation of British Industries sug- 
gests that there has been an all-round improvement 
in the industrial situation in the United Kingdom and 
that most firms expect further improvement in the next 
four months. The proportion of concerns working 
below capacity has dropped from 79 per cent in Febru- 
ary to 60 per cent, and 46 per cent of the firms ques- 
tioned have increased output. 

New orders have been coming in at a slightly greater 
rate than the increase in production, with the result 
that order books have lengthened. The main recovery 
has been in the domestic market, but the signs of 
weakness in export orders, which were apparent in the 
February survey, have been reversed. 

The decline in raw material stocks seems to have 
come to an end, but there is no indication that a major 
restocking movement is under way. Stocks of work in 
progress are rising as output increases. There is no sign 
that the recovery is yet working through to capital 
investment: expenditure on piant and machinery is 
expected to be about the same as in the last 12 months, 
and expenditure on building is expected to be rather 
less. 

Selling prices are continuing to fall, and it appears 
this may continue. With costs per unit of output still 
rising slightly—though apparently beginning to level 
out—profit margins are coming under heavier pressure, 
and this may continue for some time to come. 

Source: The Financial 
June 12, 1959. 


Times, London, England, 


Hire Purchase in the United Kingdom 


The total U.K. hire-purchase and other installment 
debt for durable goods rose in April by £28 million, to 
a new peak of nearly £700 million. This follows 
increases of £21 million in February and £27 million 
in March. Since the beginning of this year, the debt 
has grown by nearly £100 million (17 per cent), and 
since April 1958, when the credit squeeze was still in 
operation, it has risen by £210 million (43 per cent). 

The provisional estimates issued on June 1 by the 
Board of Trade suggest that motor vehicles accounted 
for nearly three quarters of the increase in the debt 
during April and durable household goods for the 
remainder. There are ample signs that the impetus 
given last October to credit buying following the aboli- 
tion of hire-purchase restrictions has not been exhausted. 
The weekly output of motor vehicles was greater in 
April than in any previous month, and many of these 
vehicles probably reached their retail outlets during 
May; therefore, the hire-purchase debt may well have 
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increased further in that month. Moreover, a signifi- 
cant stimulus to hire-purchase sales may be provided 
by the tax rebates which most wage earners will be 
receiving in June. 
Source: The Financial 
June 1, 1959. 


Times, London, England, 


Radcliffe Committee Report 
The Radcliffe Committee’s Report on the working 
of the monetary and credit system in the United King- 
dom is understood to be nearing completion; if there 
are no unexpected printing delays, it will probably be 
published in early autumn. The Committee was set up 
in May 1957 to examine the monetary and credit sys- 
tem and to make recommendations, particularly with 
reference to influence exerted on the system by public 
finance and to the need for a high level of public and 
private investment (see this News Survey, Vol. IX, 
p. 327). 
Source: The Financial 
June 10, 1959. 


Times, London, England, 


Social Security Measures in France 

The French Government has decided to raise family 
allowances by 10 per cent as of August 1. As of July 1, 
the “franchise” or exemption of F 3,000 from the 
reimbursement which can be claimed on medical 
prescriptions will be abolished. This limitation has 
been part of the austerity program introduced on 
December 31, 1958. The decisions are due to the favor- 
able financial developments and the relative stability of 
prices during recent months. It is estimated that, as a 
result of these measures, supplementary expenditure of 
F 23 billion will be called for in 1959; of this total, 
F 12 billion is due to the increase in family allowances. 
Sources: Le Monde, Paris, France, June 11 and 12, 

1959. 


Repayment by Finland of Loan from U.S.S.R. 

Finland repaid in May the so-called gold loan of 
Fmk 3.2 billion received from the U.S.S.R. in 1954 
In connection with the trade negotiations for 1959, the 
U.S.S.R. agreed to receive the repayment in goods 
instead of in gold as stipulated in the loan agreement 
(see this News Survey, Vol. XI, p. 295). The repay- 
ment was effected by reducing the Finnish credit balance 
on the Finnish-U.S.S.R. clearing account. 

Source: Hufvudstadsbladet, Helsinki, Finland, June 2, 
1959. 


GATT and German Import Restrictions 

At the Fourteenth Session of the Contracting Parties 
to the GATT, whic:. ended in Geneva on May 30, the 
Contracting Parties approved a proposal providing for 
a gradual solution of the problem of the remaining 
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import restrictions of the Federal Republic of Germany. 
Germany has undertaken to implement, in stages, the 
three-year liberalization plan which it submitted at the 
beginning of the session. Under the compromise agreed 
at the session, the liberalization lists have been expanded 
to cover additional industrial and agricultural prod- 
ucts; for a number of other industrial and agricul- 
tural products, however, the German import restrictions 
may be maintained for another three years. Germany 
has declared its readiness to handle the restrictions in 
such a way that no Contracting Party to the GATT will 
be especially favored or discriminated against; for that 
purpose Germany intends to set up global quotas for 
part of the remaining restrictions. Moreover, the Ger- 
man delegation has agreed to consult, if necessary, with 
the Contracting Parties concerned and to report to each 
GATT session on the restrictions that it has been per- 
mitted to maintain. As far as the liberalization of certain 
goods imported from so-called “low price” countries 
(particularly Japan and India) is concerned, Germany 
will contact those countries and try to convince them 
that they should fix quotas for exports to Germany, 
the effect of which would be that Germany would pass 
on to the countries concerned the responsibility for 
imposing the restrictions in question. Germany has also 
agreed to report to the Contracting Parties about these 
contacts. 

Germany maintained its position that the rules of the 
GATT are not applicable to imports falling under the 
German Marketing Laws. The Contracting Parties 
again did not accept the validity of this argument, but 
it was decided not to pursue this legal question any 
further. If after the three-year period the Federal 
Republic still believes that it is unable to liberalize the 
goods falling under its Marketing Laws, Germany will 
hold further discussions with the Contracting Parties. 
The agricultural products falling under these laws and 
whose import Germany may restrict for a further period 
of three years include, particularly, livestock, meat, 
fats, milk, butter, cream, barley, rye, oats, corn, flour, 
sugar beets, vegetable fats, margarine, sugar, and sugar 
products. 

After the end of the GATT session, the head of the 
German delegation, Mr. Klein, stated in a press confer- 
ence that he was satisfied with the decision of the 
Contracting Parties since it had led to a considerable 
relaxation of the German position in the GATT. He 
said that on July 1, 1962—after the implementation of 
the liberalization program—166 industrial items and 
177 agricultural items, of a total of more than 6,000 
customs tariff items, would still be restricted. All the 
industrial goods then still restricted will be in the cate- 
gory of so-called low priced products from Asian 
countries, but the ultimate aim of the German com- 
mercial policy is to liberalize these products in the 
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future. Germany intends to initiate negotiations with 
Japan and India; Japan has already declared that it 
will try not to flood the German market with its low 
priced products. The German Federal Minister of 
Economic Affairs, on the other hand, has indicated that 
Germany will be prepared to give to the so-called low- 
price countries a fair share of the German market. 
Mr. Klein added that from July 1, 1962 about 80 per 
cent of actual German imports from the dollar area will 
be liberalized. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, June 1, 3, and 4, 1959; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 1 and 3, 1959. 


New German Foreign Trade Law 

After several years of preparatory work, the German 
Federal Cabinet passed the draft of a new foreign trade 
law on June 5. The new law will replace the still 
legally valid foreign exchange control laws of the former 
occupation powers, which, however, were practically 
reversed from their original purposes through a number 
of general permits. The general principle of prohibi- 
tion, hitherto applicable, will be replaced by the basic 
principle of freedom in all economic transactions with 


foreign countries and in foreign “values.” 


Under the draft law, restrictions are allowed only for 


imports specified in a list annexed to the law. How- 
ever, the draft also includes three possibilities for gen- 
eral restrictions in all sectors of foreign economic trans- 
actions: (1) for the fulfillment of obligations resulting 
from international agreements, (2) for defense against 
detrimental influences stemming from foreign economic 
areas, especially from Eastern bloc countries, and 
(3) for the protection of national security and of inter- 
ests abroad. For other reasons clearly defined in the 
law, such as the protection of vital needs or the protec- 
tion of the domestic restrictions can be 
decreed for only a specific sector of foreign economic 
transactions. 


economy, 


The draft contains some possibilities for restrictions 
which have been included only to facilitate a rapid 
adjustment against threatening developments (e.g., in 
capital transactions); it may be expected, however, that 
these provisions will not be used in the foreseeable 
future. Restrictions that may be necessary when the 
new foreign trade law takes effect will be decreed at 
that time by a foreign trade ordinance, which will 
become effective at the same time as the basic foreign 
trade law. 

The draft does not provide for any possibility of 
reintroducing foreign exchange controls. Trade with 
the Soviet-Occupied Zone of Germany and the Soviet 
Sector of Berlin is not covered in the draft; for such 
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trade, the existing legal provisions and the ordinances 

which have been decreed in accordance with these 

provisions will remain in force. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, June 6, 1959; Bulletin 
des Presse- und Informationsamtes der 

Bundesregierung, Bonn, Germany, June 9, 

1959. 


Austrian Budget 

Reports now available on the final results of Aus- 
tria’s 1958 budget indicate that the over-all deficit was 
much larger than the deficit of $ 2.7 billion that had 
been anticipated when the budget was originally pre- 
pared. In the course of 1958, the Government decided 
to increase budget expenditures beyond the estimated 
level, despite the fact that revenue was less than had 
been estimated. The decision to follow an expansionary 
budgetary policy was made in order to offset a decline in 
exports by increasing domestic investment and con- 
sumption. 

Total budget expenditures in 1958 actually amounted 
to § 41.3 billion, about S 5 billion, or 14 per cent, 
more than in 1957. Total revenue, on the other hand, 
was § 35.9 billion, an increase of only S 0.8 billion, or 
2 per cent, over 1957. The over-all deficit of S 5.4 
billion was financed by domestic and foreign loan 
operations. 

The increase in 1958 expenditures over those in 1957 
was due mainly to increases of § 1.5 billion in invest- 
ment expenditures, § 0.7 billion in expenditures for 
the debt service, S 0.6 billion in social security pay- 
ments, S 0.3 billion in payments to government em- 
ployees, and § 0.3 billion in costs arising from compen- 
sation deliveries to the Soviet Union. Budget expendi- 
tures for subsidies (breadgrains, milk, etc.) were S 1.4 
billion, about the same as in 1957. 

Although gross tax receipts of the Government con- 
tinued to rise in 1958, the rate of increase, reported 
at 5 per cent, was the lowest recorded in any postwar 
year. Receipts from direct taxes increased by 4 per 
cent and receipts from indirect taxes by 6 per cent. 
Receipts from wage taxes were 17 per cent less than 
in 1957, primarily as a result of the reduction in such 
taxes which became effective on January 1, 1958. 

The estimates of receipts and expenditures in the 
1959 budget (see this News Survey, Vol. XI, p. 152), 
which was adopted by Parliament in December 1958, 
conform closely to the actual budget results in 1958; 
total expenditures (S 40.5 billion) are expected to be 
2 per cent lower, and total receipts (S 36.5 billion) 
about 2 per cent higher, than in 1958. However, in view 
of the continued expansion of economic activity in Aus- 
tria in the spring of 1959, which has been reflected in 





INTERNATIONAL FINANCIAL NEws SuRVEY, June 19, 1959 


higher tax receipts, it is believed that the final budget 
results may be better than estimated and that the 
deficit may be less than the estimate of S 4.0 billion. 
The Government intends to finance the deficit partly 
by long-term domestic bond issues and partly by foreign 
loans. A government bond issue of S 1.8 billion was 
floated successfully in April (see this News Survey, 
Vol. XI, p. 305). 


Source: Osterreichisches Wirtschaftsfor- 


Vienna, Austria, 


Institut fiir 
schung, Monatsberichte, 
May 1959. 


Middle East 
Foreign Trade of Ethiopia 


Although the export of coffee from Ethiopia was 
started this year at a date somewhat later than usual, 
the quantity exported in the first quarter amounted to 
20,000 tons; this is equal to the amount exported in 
the first quarter of 1958 and is only 2,000 tons less 
than exports in the corresponding period of 1957, when 
a bumper crop was produced. In the biennial cycle 
which characterizes Ethiopian coffee production, this 
year is one of increase, but the exportable surplus is 
not expected to be as high as that attained in 1957, 
mainly because of the reluctance of producers to export 
at the depressed prices prevailing in coffee markets 
abroad. Unless there is a sharp increase in coffee 
prices, the value of Ethiopia’s coffee exports, and hence 
the country’s total foreign exchange earnings, will be 
considerably lower than those either in the record year 
1957 or in 1958. The export of hides was consid- 
erably better in the first quarter of 1959 than in 
the corresponding periods of 1957 and 1958, mainly 
because of a sharp increase in prices. Exports of oil- 
seeds decreased in the quarter, but an improvement is 
expected during the remainder of the year. 

The exchange control figures of the State Bank of 
Ethiopia indicate an expansion of imports in 1959, 
Import licenses for the first quarter of 1959 amounted 
to Eth$45.1 million, compared with Eth$35.9 million 
in the corresponding period of 1957 and Eth$40.2 
million in the first quarter of 1958. 


Source: State Bank of Ethiopia, Report on Economic 


Conditions and Market Trends, Addis Ababa, 
Ethiopia, May 1959. 


New Syrian Industries 

The Ministry of Industry in the Syrian Region of the 
United Arab Republic has issued 14 decrees for the 
establishment of six new industries and the expansion 
of eight existing ones, subject to the approval of the 
U.A.R. Minister of Economy. The new projects are 
two woolen textile mills—one in Homs, with capital 


of LS 1.5 million, and the other in Damascus, with 
capital of LS 3 million—small blanket and embroidery 
factories in Damascus, an iron foundry in Homs, and 
a wireless assembly shop in Damascus with a capacity 
of 25,000 sets a year. The factories to be expanded 
are six small hosiery plants, a nylon stocking plant, and 
a printing press. The total cost of capital goods to be 
imported for the expansion projects is LS 600,000. 

Source: Middle East Economic Digest, London, Eng- 

land, June 5, 1959. 


Oil Transit Royalties in Lebanon 

The Lebanese Government and the Iraq Petroleum 
Company announced on June 3 that the Company has 
agreed to pay Lebanon £1,235,000 annually, instead 
of the present royalty of about £360,000, on oil passing 
through pipelines in Lebanon. A joint statement said 
that the agreement, which is subject to ratification, is 
based on a loading of 7.5 million tons of crude oil per 
year (the present average). The Company has also 
agreed to pay an additional lump sum of £5,818,000 in 
settlement of all past claims by Lebanon. The 20 per 
cent of the production of the Company’s refinery at 
Tripoli intended for Lebanese consumption will be 
available to Lebanese distributors nominated by the 
Government. In addition, the Company has agreed to 
finance a technical trade school in Tripoli and to pro- 
vide £35,000 annually for distribution among munici- 
palities in which it operates. 

The Lebanese Prime Minister stated that he would 
soon be opening negotiations with the Trans-Arabian 
Oil Company (Tapline), which has a terminal at Sidon 
in southern Lebanon. 


Source: The Times, London, England, June 4, 1959. 


Iraq to Leave Sterling Area 

According to statements by the Prime Minister and 
the Minister of Finance, the Iraqi Government has 
decided to withdraw from the sterling area. 


Source: The Iraq Times, Baghdad, Iraq, June 7, 1959. 


Far East 
Banking in India in 1958 


The Reserve Bank of India’s annual report, Trend 
and Progress of Banking in India During the Year 1958, 
states that there was a mixed trend of inflationary 
conditions and recessionary tendencies in certain sectors 
of the Indian economy. While the main inflationary 
influence stemmed from a further stepping up of public 
investment, its effect was offset to some extent by the 
slackening in the rate of growth of investment in the 
private sector, which in its turn slowed down the credit 
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expansion by banks. Thus bank credit increased by 


only Rs 111 million (US$23 million) in 1958, against 
Rs 746 million in 1957 and Rs 1,513 million in 1956. 

he credit policy of the Reserve Bank continued to 
be one of restraint and vigilance, especially in view of 
the underlying inflationary trends in the economy. 


Insofar as bank advances against foodgrains were con- 
cerned, the situation warranted the continuance of the 
restrictive policy initiated on the eve of the 1957-58 
busy season, with a slight further tightening in respect 
of wheat. There was a shortfall of about 10 per cent 
in output of foodgrains, and this factor, rather than 
the rise in aggregate monetary demand, exerted a great 
pressure on food prices; these prices increased by about 
9 per cent over the year. For sugar also, the fairly 
high level of bank advances at the same time that there 
was a sustained rise in prices suggested some stockpil- 
ing by traders with bank finance. The Bank therefore 
tightened the existing restrictions on bank advances 
against sugar. 

Che Reserve Bank also took action to curb the spec- 
ulative use of bank credit on the stock exchange. As 
there were fewer avenues of employment of funds, it 
became evident that banks were seeking new outlets 
for credit, among which was the use of credit for stock 
exchange operations. As a result, scheduled bank 
shares and debentures rose from 
Rs 733 million at the end of 1957 to Rs 775 million 
in August 1958; this rise caused concern since it coin- 
cided with the speculative bulge in share prices. The 
Reserve Bank therefore directed banks to be cautious 
in extending credit against shares. On the whole, the 
credit policy pursued by the Bank, though restrictive in 
its general tenor, continued to assist the flow of bank 
credit to essential sectors of the economy. This was 
evident from the fact that over the year ended Octo- 
ber 1958 the share of credit to industry rose from 43.6 
per cent of total scheduled bank credit to 47.9 per cent. 


advances against 


In respect of bank resources, the most striking fea- 
ture was the continued growth of bank deposits and 
the reduced reliance on the Reserve Bank for funds. 
Net deposits of scheduled banks rose by Rs 2,190 mil- 
lion, though the rise was confined largely to banks with 
deposits of Rs 1,000 million and over. Apart from the 
deposit of U.S. counterpart funds and the inclusion of 
some of the nonscheduled banks in the second schedule 
to the Reserve Bank of India Act, the expansion of 
deposits revealed growing evidence of the spread of the 
banking habit among the people. Particularly, the 
record expansion in time deposits (net) of Rs 2,280 
million over the year, although partly accounted for by 
a shift from demand deposits, was clearly indicative of 
a growth of savings through the banking system. 

The substantial increase in deposits in conjunction 
with the moderate increase in bank credit resulted in ar 


INTERNATIONAL FINANCIAL NEWS SurVEY, June 19, 1959 


improved liquidity position and induced the banks to 
enlarge their investment portfolio by Rs 2,060 million, 
government securities alone accounting for as much as 
Rs 2,020 million—the highest on record in recent years. 
The share of the State Bank of India in the increase in 
investment was particularly large as a result of its policy 
of investing in gilt-edged securities the counterpart funds 
deposited with it by U.S. authorities. 


Source: The Hindu, Madras, India, May 22, 1959. 


Payments Arrangements Between Viet-Nam and the Franc Area 

Under new payments arrangements governing com- 
mercial and financial transfers between Viet-Nam and 
the franc area, which were concluded at the end of 
April, imports by the franc area from Viet-Nam are 
payable in convertible francs as of May 22, 1959. 
Payment from Viet-Nam to the franc area for com- 


BALANCE OF PAYMENTS YEARBOOK 


Vol. 11 


Volume 11 will contain data on the international trans- 
actions of about 75 countries for the years 1957 and 
1958. It will consist of a series of loose-leaf sections 
issued monthly, beginning June 1959; thus data are pro- 
vided as soon as they become available to the Fund. The 
data in this volume, together with those in Volumes §, 
8, 9, and 10, will provide a comprehensive record of 
balance of payments statistics for the period 1947-58 

Subscription: $5.00 per volume. (Volume 5 is out of 
print.) Binders for filing the loose-leaf sections may be 
purchased for $3.50 per binder. 


STAFF PAPERS 
Vol. VII, No. 1, April 1959 
CONTENTS 
Financial Statistics and Financial Policy J. J. Polak 
Variable Reserve Requirements Against Commercial 
Bank Deposits..._Richard Goode and Richard S. Thorn 
Export Instability and Contracyclical Fiscal 
Policy in Underdeveloped Export Economies: 
A Case Study of Ceylon Since 1948 
The Theory of Forward Exchange and Effects 
of Government Intervention on the 
Forwerd Exchange Market 


S. Kanesathasan 


S. C. Tsiang 
Statistical Estimates of Elasticities and 
Propensities in International Trade: 


A Survey of Published Studies Hang Sheng Cheng 


Three numbers con- 
stitute a volume; however, the three numbers are not 
necessarily issued within one calendar year. Single copies 
may be purchased for $1.50. 
* ~ * 

Subscriptions are quoted in U.S. dollars; schedules of 
the equivalents in other currencies will be furnished on 
request. Address orders to 


Subscription: $3.50 per volume 


The Secretary 
International Monetary Fund 
19th and H Streets, N.W., Washington 25, D.C., U.S.A. 
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mercial and financial transactions will be made, until 
further notice, in resident (inconvertible) francs by 
debiting the accounts in resident francs opened in the 
names of authorized Viet-Namese banks on the books 
of their correspondents in the franc area; such payment 
from the franc area to Viet-Nam will be carried out by 
crediting the accounts in convertible francs of the 
National Bank of Viet-Nam, authorized Viet-Namese 
banks, and other institutions designated by the National 
Bank of Viet-Nam with their correspondents in the 
france area. 

From the point of view of the French exchange con- 
trol regulations, financial and commercial relations 
between the franc area and Viet-Nam are assimilated 
to those between the franc area and foreign countries. 
In particular, trade between the franc area and Viet- 
Nam will now be subject to export and import licensing. 
Source: L’Information du Viet-Nam Economique et 

Financiére, Saigon, Viet-Nam, May 28, 1959. 


Development Finance Corporation for China (Taiwan) 

On the recommendation of government officials, the 
Development Finance Corporation, with capital of 
NT$80 million, has been established in Taiwan to 
provide small industrial plants with funds for special 
projects. It is reported that more than 70 per cent of 
the stock has been underwritten by private groups; the 
Government will take the remaining stock. 

According to reports in Hong Kong, the Corpora- 
tion will make loans only to improve and increase 
production and not to meet either debts or operating 
costs. The size and interest of the loans are to be 
decided later, but it is believed that the interest rate 
will be less than 1.5 per cent a month. It is also 
reported that the loans will be for up to about eight 
years, against five years or less which is usual for bank 
loans. The Corporation will confine its operations to 
Taiwan. 

Small industries in Taiwan have been depending 
mostly on private loans for developing their plants. 
The interest rate on such loans has been more than 2.5 
per cent a month, a rate so high that many small indus- 
tries have been forced to close. 


Source: Far Eastern Economic Review, Hong Kong, 
April 30, 1959. 


United States 


U.S. Business Conditions 

The seasonally adjusted index of industrial produc- 
tion in the United States rose in May to 152 per cent 
of the 1947-49 average. This was two points above the 
index for the previous month and six points, or 4 per 
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cent, above the prerecession high of February 1957. 
For the first month since recovery began, output of 
durable goods exceeded the level recorded prior to the 
recession, and increases were widespread. Automobile 
production was 153 per cent of the 1947-49 average, 
compared with 147 per cent in the previous month 
and 96 per cent in May 1958; and steel mill output 
was maintained at 93 per cent of capacity. The increases 
in output of nondurable goods also were widespread, 
but the rate of increase for this group as a whole was 
less than that for durable goods. The most notable 
exception was rubber, whose output was reduced as 
work stoppages continued in May. Activity in the non- 
durable goods industries in May was about 10 per cent 
above the high level attained in 1957. 

Unemployment fell to 3.4 million persons at the 
middie of May, from 3.6 million at mid-April—a 
At 4.9 per 
cent of the labor force, the seasonally adjusted unem- 
ployment rate in May compares with 4.1 per cent in 
May 1957, prior to the downturn in economic activity, 
and with 7.5 per cent at the height of the recession in 
April 1958. Employment rose by 1 million persons 
between April and May, to 66.0 million; the improve- 
ment resulted largely from a rehiring of workers in the 
durable goods industries. The workweek in manufac- 
turing in May, at 40.5 hours, was 0.2 hour longer than 
in April and the longest for any May since 1955. Over- 
time also rose in May, to 2.7 hours per week. 
Increased hours were reflected in a rise in factory earn- 
ings, from $89.87 a week in April to a record of $90.32 
in May. 


decline that was greater than seasonal. 


Sources: Department of Commerce, Current Popula- 
tion Reports: Labor Force, May 1959, De- 
partment of Labor, Employment, Hours, and 
Earnings, May 1959, and Board of Gover- 
nors of the Federal Reserve System, National 
Summary of Business Conditions, June 15, 
1959, Washington, D.C. 


U.S. Discount Rate 

The Board of Governors of the Federal Reserve 
System approved an increase in the discount rate, from 
3 per cent to 3% per cent, to become effective on 
June 5 at the Federal Reserve Banks of Philadelphia 
and Kansas City, on June 11 at the Reserve Bank of 
San Francisco, and on June 12 at the Reserve Banks 
of Cleveland and Richmond. A similar increase was 
approved earlier for the other seven Reserve Banks 
(see this News Survey, Vol. XI, p. 379). 
Sources: Board of Governors of the Federal Reserve 
System, Press Releases, Washington, D.C., 
June 4, 10, and 11, 1959. 
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Plant and Equipment Expenditures in the United States 

Businessmen in the United States expect to spend 
$32.6 billion on new plant and equipment in 1959— 
7 per cent more than in 1958. According to a survey 
conducted by the U.S. Department of Commerce and 
the Securities and Exchange Commission, this repre- 
sents an increase of $800 million above the $31.8 bil- 
lion contemplated in March 1959, when the expected 
increase over 1958 was only 4 per cent. If realized, 
the new figure for capital outlays would still be 12 per 
cent below the record $37 billion spent in 1957. How- 
ever, if a steel strike occurs this summer, the rate of 
increase in outlays would be lower than presently 
contemplated. 

About half of the increased outlays in 1959 would 
be in manufacturing industries, where all durable goods 
industries except nonferrous metals expect to increase 
their capital expenditures. Smaller outlays are contem- 
plated by the chemical and petroleum industries. With 
the exception of public utilities, all other industries also 
expect their outlays to be greater in 1959; one of the 
largest increases would be in the nonrail transportation 
group, notably because of the conversion to jet-propelled 
planes by the airline companies. 

Source: The Wall Street Journal, New York, N.Y., 
June 11, 1959. 


U.S. Customs Actions 

The U.S. Treasury Department has suspended cus- 
toms appraisement of portland cement from Sweden, 
pending investigation of charges that such imports are 
being dumped on the U.S. market at prices injurious to 
U.S. producers. In another decision, the Department 
stated that imports of aluminum foil from France are 
not being sold in the United States at less than fair 


value. Therefore, customs appraisement of these im- 
ports will proceed without regard to the question of 
dumping. 


Source: The Journal of Commerce, New York, N.Y., 
June 10, 1959. 


Other Countries 


Industrial Production in Australia 

The latest survey of manufacturing industries in Aus- 
tralia, made by the Industries Division of the Depart- 
ment of Trade, indicates a significant shift during the 
year ended April 1959 in the pattern of growth of 
production. Almost all industries manufacturing invest- 
ment goods, such as capital equipment, machinery, and 
components, increased production rather substantially, 
while those providing for the consumer market expanded 
more slowly. This was in contrast to previous years, 
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when the emphasis had been on the expansion of indus- 
tries producing consumer goods. 

Greater production during the 12-month period 
enabled many manufacturing industries to operate more 
efficiently. Manufacturers were reporting increased 
productivity and lower unit costs, following the instal- 
lation of more efficient machinery and equipment. 
Source: The Financial 

June 11, 1959. 


Times, London, England, 


Butter Prices in Australia 
For the year beginning July 1, the Australian Gov- 
ernment has decided to maintain its subsidy to the dairy 
industry at £A 13.5 million, the amount paid in each 
of the past three years. The Government will again 
underwrite the final minimum payment by butter fac- 
tories to producers of 40d. per pound for commercial 
butter. These decisions mean that the price of butter 
in Australia should not rise in the new financial year. 
Source: The Financial 
June 12, 1959. 


Gold Production in South Africa 

Gold production in South Africa in March achieved 
a new monthly record, 1,593,467 fine ounces, valued 
at £19.8 million. The good results recorded for March 
are attributed to the record native labor force which was 
available; the figure for that month, 379,257, was 
higher than any monthly figure recorded since Febru- 
ary 1942. 

The value of South Africa’s exports of “prescribed 
materials” (mainly uranium oxide) under the Atomic 
Energy Act was £12.5 million in the first quarter of 
1959, compared with £14.4 million in the first quarter 
of 1958. The average production cost per pound in 
the first quarter of 1959 for all producers of uranium 
oxide combined was 42s., and the price per pound 
obtained was 86s. 10d. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, May 1959. 


Times, London, England, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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